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(2) Base year sample size. The annual
sample size in a State’s first PERM
cycle (the ‘“‘base year’) is—

(i) Five hundred fee-for-service
claims and 250 managed care payments
drawn from the claims universe; or

(ii) If the claims universe of fee-for-
service claims or managed care capita-
tion payments from which the annual
sample is drawn is less than 10,000, the
State may request to reduce its sample
size by the finite population correction
factor for the relevant PERM cycle.

(3) Subsequent year sample size. In
PERM cycles following the base year:

(i) CMS considers the error rate from
the State’s previous PERM cycle to de-
termine the State’s annual sample size
for the current PERM cycle.

(ii) The maximum sample size is 1,000
fee-for-service or managed care pay-
ments, respectively.

(iii) If a State measured in the FY
2007 or F'Y 2008 cycle elects to reject its
State-specific CHIP PERM rate deter-
mined during those cycles, information
from those cycles will not be used to
calculate its annual sample size in sub-
sequent PERM cycles and the State’s
annual sample size in its base year is
500 fee-for-service and 250 managed
care payments.

[75 FR 48849, Aug. 11, 2010]

§431.974 Basic elements of Medicaid
and CHIP eligibility reviews.

(a) General requirements. (1) States se-
lected in any given year for Medicaid
and CHIP improper payments measure-
ment under the Improper Payments In-
formation Act of 2002 must conduct re-
views of a statistically valid random
sample of beneficiary cases for such
programs to determine if improper
payments were made based on errors in
the State agency’s eligibility deter-
minations.

(2) The agency and personnel respon-
sible for the development, direction,
implementation, and evaluation of the
eligibility reviews and associated ac-
tivities, including calculation of the
error rates under this section, must be
functionally and physically separate
from the State agencies and personnel
that are responsible for Medicaid and
CHIP policy and operations, including
eligibility determinations.
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(3) Any individual performing activi-
ties under this section must do so in a
manner that is consistent with the pro-
visions of §435.901, concerning the
rights of recipients.

(b) Sampling requirements. The State
must have in effect a CMS-approved
sampling plan for the review year in
accordance with the requirements spec-
ified in §431.978.

(c) Review requirements. The State
must conduct eligibility reviews in ac-
cordance with the requirements speci-
fied in §431.980.

§431.978 Eligibility sampling plan and
procedures.

(a) Plan approval. For each review
year, the agency must—

(1) Submit its Medicaid or CHIP sam-
pling plan (or revisions to a current
plan) for both active and negative cases
to CMS for approval by the August 1
before the review year; and

(2) Have its sampling plan approved
by CMS before the plan is imple-
mented.

(b) Maintain current plan. The agency
must do both of the following:

(1) Keep its plan current, for exam-
ple, by making adjustments to the plan
when necessary due to fluctuations in
the universe.

(2) Review its plan each review year.
If it is determined that the approved
plan is—

(i) Unchanged from the previous re-
view year, the agency must notify CMS
that it is using the plan from the pre-
vious review year; or

(ii) Changed from the previous review
year, the agency must submit a revised
plan for CMS approval.

(c) Sample size.

(1) Precision and confidence levels. An-
nual sample size for eligibility reviews
should be estimated to achieve within
a 3 percent precision level at 95 percent
confidence interval for the eligibility
component of the program.

(2) Base year sample size. Annual sam-
ple size for each State’s base year of
PERM is—

(i) Five hundred four active cases and
204 negative cases drawn from the ac-
tive and negative universes; or

(ii) If the active case universe or neg-
ative case universe of Medicaid or
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